HELD NON-TAXABLE

Supreme Court Decides,
to 4, They Are Not
Really Income,.

I'. lql
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FEDERAL LOSS IS LARGE

General Garfield once wagered
that heSncouldbytcﬂllle a man's
native State food he
ordered. .It was 2 o'clock in

the m: ;
“Ham and eggs!” ordered one

man, “Ohio, by thunder!” ex-
claimed the General “Only
~an Ohioan would order ham
' and eggs at 2 o'clock in the

Tteoresentative Hull Believes morning,”

Ruling Will Cost Govern-
ment Hundreds of Millions.

Epeslal fa Tue BN axp New Youn Hrnatn
Wasttiivaron, March §8-~The Su-

peemme Court tosday held by « & to 4
decislon that the Faderal Government
eannot mx stock dividends as Incom
despite the Inceme Inx
the Constitutlon, Sectlons of Artiele L

of the Constitution prevents such tade-
tiot, It was held

Thut section of the 18168 Income tax
faw asseswing as Incoma such dividends
declared by corporations out of exoens
varnings since March 1, 1913, wan de-
clared by tha courl to be unconstitu-
tional.  Bimilar provisions are contalned
in later revenue laws and the declsion
con be held to eliminate (hese sections
MEL)

As a result of the deciglon the Qov-
ernment must refund millions of dollars
i1 taxes collected on stock dividends.
The amount probably will exceod §$70.-
(00,000 for the years 1917 and 1918, the
Treusury Department pecently nformed
Tepresentative Longworth (Ohlo), bhut
hecuuse of complicated nature of Income
14x roturns officinls of the bureau of
niernal revenue to-night stated they
could make no definite estimate of the
amount the Government giust refund.

The decision swept de nll conten-
tions of the Government, with the ex-
ception that the court declared If stoex
dividendn are sold and the holder real-
fees a profit “such profit ke any other
s Income, and so far as It may have
nrisen since the Sixteenth Amendment is
taxable by Congress."

How Justices Were Aligned.

Five to four declulons are becoming
quite prevalent in the court on decisions
of vital interest to finanoe and busineas,
Those who formed the majorily to-duy
were Justice White, Assodiate Justices
MeKenna, Pltney, Van Devanter and
McRaynolds,  Justices Holmes and Day
dissonted on ohe ground and Justices
Brandeis and Clark on another,

Leading Democrate who were respon-
siblo
Irgistation were nxtonikhed nt the court's
decision, some deocluring [t largely nulli-
fied the income tax amendment to the
Constitution,

Representative Flull (Tenn.) sald the
decision gave rich  corporations  and
stackheldera opportunity of evading tax-
ation to & large extent and throwing
the hurden on thoe poor people and made
ossible the evasion of hundreda of mill-
fona of taxes. With the declaration by
the court that taxation of stock divie
denide le ynconstitutional, notwithstand.
Ing the Sixteenth Amendment, Congress
leaders doulted If thore was any lexls-
Iative step now by which the same pur-
pose could be affected. Likewise It was
feared that agConstitutional amendment
on the point might not stand.

The case just decided was appenled
to the Supreme Court by the Government
after Myrile 1L Macomber ohtalned a
similar decislon from the Federa) Dis-
trict Conurt lor the Southern Dstrict of
New York., Lamge fianncla! Interests
made & test of the caxs and smployed
Tharles E, Hughed as ¢ aounsel, The
specifle slock dividends In lssue were
1100 shares of Standard O slock on
which n tax of §1.387 was nusessed aid
rald pnder protest, Thesa dividends were
nart of o so-called “iarge melon™ cut
by the oll company. The issuance of
stock dividends hiae boen quite common
rince and many Inrge sums of war
profts were disposed of this way,

Construction of Incnme.

The majority opinfon was emphatie
In its declaration that the word “in-
come™ In the amendrient and the law
esuld be construed In no other way:
wihifle Justice Brandeis In hin dissenting
opinlon  dedcinred the word “Income”
should be construed "as the people of
the Tnited Stutes In geneoral belleve |t
fhould mean and not solely on the In-
ternretation nf Inwyers*

The court hetd that the only question
to decide wns what was a dividend—

capital or dividend—ard intimated thar |

the fact that thiy system was used to

eviide taxation could not enter Into a
Jidicial determination, With thie view
Justives Brandels and Clarke differcd

wererting the qtiostion shonld be dacided

rn “'the muech broader ground of public
interest, with due regurd for the law.”
The dissenting  opinfon  of  Justices
Houlmes and Day was based on the

rround  that the court misinterpreted
the meaning of the words stoeck divi-
dend, and that It (s clearly a dividend
and taxahle
of the pointz ralsed by the ma.
wits that nothing mare clearly
showed that a stock dividend is not
neome thity the faet that to pay a tax
on fmich a dividend one would have to

i othor stochn or obtain revenue from
viher sources.

“The essentic]l and controlling fact.'
miid the majority opinfon, 18 that the
stockholMer has recolved nothing out of

ine
Artei o

the company’s assets for his separate |

—

smendment U

in large measure for Income tax:

| But that was before the ad-
vent of the CHILDS restau-
rants—

|

e
—

Use nnd benefit ; on the conlrary, every
dollar of his original Investmenl to-
Eether with whatever accretlons and
fvcumulations have resulted from em-
ployment of his money and that of the
other stockholders in the husineas of
the company, still remilng the property
¢ the compuny' and subject to business
rigks which may result In wiping out
the entire Investment.

“Having regard to the very truth of
the matter, to substance and not to
form, he has recelved nothing that an-
swers the definltion of Intome In the
menning of the Sixteenth Amendment.

“We are clear that not only does a
stock dividend really take nothing from
the property of the corporation and add
nothing to that of the shareholder, but
that the antecedent acoumulation of
profits evidenced thereby, while Indicat-
Ing that the shareholder la the richer
because of an increase of his capital at
the same time, shows he lias not realized
or rocelved any Income In the transace
tlon.”

Bweeplng Effect Shown,

The sweeping effect of the decislon is
shown by tha following:

“Thus from overy polnt of view we are
breught Irresistibly to the eonclusion
that nelther under the Sixteenth Amend-
ment nor otherwise has Congress au-
thorized ‘o tax without apportionment &
true stock dividend made lawfully and
In good fulth or the secumulated profits
behind It as income of the stockholder,
The revenue act of 1916 In so far as it
Imposes a tax bn the stockholder be-
cause of such dividend violates the pro-
visltns of Article 1, section 2, claase 3;
and Article 1, section 9, clause 4, of the
Constitution; and to this extent is in-
valld notwithstanding the ESixteenth
Amendment.”

FALSE STOCK TAX
SUIT FLASH COSTLY

Continued from First Page,

with these stocks, suddenly were knocked
In the head. Thelr holdings were liqul-
dated nuickly, ma were thousands of
ghares which had besn purchased within
recent days, since the market has started
to iImprove,

Trath in Twenty Minnfes,

Here and there througnout the dis-
trict a fow commission houses began to
gl sceptical of the news reporta and
hastily got Into communication with
Washington. A large newa guthering
agency which had wwalted the comple.
tlon of the decislon before sending out
its report sent out the correct one. Thia
waus at 12:30 o'clock, and In the interval
between the Arst reading of the re-
porter's wrong guess and the correct re-

Vlosses and gains heard

wia favorabla to the corperations

of unfavornble, And am tha floor tradern
leurned the truth of the decision, senti-
tent turned squarely about. Within a
tpace of fve minutes the market was
turned from a bear rampage Inte s wild
bull advance,

Poenlbllities In such ptocks as rolled up
great purpluses during the wgr and
which now may distribute this surplus
In the nature of stock dividends were
realised fully. Orders to buy stocks “at
the murket” flooded Wall Street. Usars
tried to stem the tide for a while, hut
wore carried under by the overflow of
orders and stocka all nleng the line wont
up by leaps ind hounds To add to the
day's excltement, unother SBupreme Court
decluion, In which It wis ruled that val-
uatign of the rallroads is to be at pres-
et instead of the cost vilue, wan an«
nouneoad. The rails started up with the
Industrials and held most of thelr gaing

Ticker Ten Minutes Behind,

Tight money, the posalbilities of ex-
porg emburgoos, warnings of the Federal
Rederve Board—everything was forgot-
ten in the mad rush to buy stocks yos-
terday afternocon, and the day's turnover
exceoded 1,700,000, the largest single
day's buniness thin year, A total of
400,000 shares were bought and soid In
the Inst hour, and the tlekor wan more
than ten minutes behind the market at
the close,

The market had been overaold heavily.
The tremendous demand for stooka,
therefore, cume mostly from tha short
Interest, who saw In the extpnordinary
ndvances their profits of the long de-
ciha go over the boards, As an in-
stance of the necemsity of coverlng the
“shorts™ In the market experienced they
bid Genernl Motors up more than 40
polnts, Crucible Steel 37, American

and Chandler 14 In the wild seramble to
pet stocks,

Commisslon houses were oblliged to
enl) customers right and left for more
marging when the Incorrect version of
the declslon came out, The customers
of houres out of New York and those In
the bradch offices uptown and In other
chtien were particularly unfortunate In
the mixup. For when the decislon wane
prifted in thelr ofMces, fur away (rom
the market, they raturally sold stocks
Lahort. By the time they recovered their
equilibrium the market had turned the
other wAy and was from 10 to 20 points
awny from them. In such onses noth-
Ing was to be done but wipe the ae
counts off the board.

One Man Cleans Up $14,000,

There were some stories of tremendous
in New and
Broad strests after the close of the mar-
ket, One particularly lucky individual,
on but fifty sharea of General Motors,
closed the day with a net profit of
$14,000, He sold out Just before the
close and starts for Palm Beach this
morning. Any number of $10,000 and
$20,000 losses were reported In the mar-
ket, and Wall Streot as a whole declared
the season open on news reporters who
Jump at concluaions

Stock Exchange authorities expresspd
genulne concern over the actlon of the
market. Complaint rolled In on them
from all sidea, “What can we do about
It?" was thelr reply, *UIf anybody can
suggest a way by which we may
stralghten out the tangle we will be plad
to hear him." All sorts of wild ideas
were suggested, one of them belng that
all Stock Exchange transactiona of the
day be cancelled, and that prices which
ruled at eleven A. M. yesterday be taken
a8 to-day's opening prices.  This, of
colirse, s out of the question,

A few other cases ke yesterday™s
ervor have occeurred W the history of
Wall Street. In one of them an error
wins made In the dividend on Burllngton.
An old trader yesterday recalled the time
the Agricultural Department sent out an
incorrect report on the corn crop, The
consensius appeared to be last night that
it a stockholder made money In the mar-
ket yesterday he could ascribe it to good
Juck and the Supremoe Court. If he lost
monsy and was wiped out, In the classlc
of the A. E F. he merely was out of
Hack,

White Slave Deglslions Stand,

WasnmiknroN, March 8 —By refusa of
the Bupreme Court to.day to review
‘ha sase, Federal court doclzions hold.
ing that the transportation of women
from one State to another (n private
nutomoblles for immoral purposes comes

within the provizions of the white slave
nct will stand.
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Waoolen 16, United Sintes Rubber 104

FOR NAMING B0

I C. C. Divides Railway Work-
ers Into Three Groups te
Nominate Members.

NO TIME FOR HEARINGS

All Nine to Be Selected in 30
Days and Approved
by Senate,

Apeoial to Tun Bux awp New Tonx Frziis.

WasHINoToN, March §~—The Inter?
stata Commerce Commission, in regula-
tions ixsued to-day, preseribed the method
of making nominations for tne Rallroad
Labor Board croated by the recent trans-
portutlon act to settls all rallway wage
questions wnd disputes in tha transporta-
tion mervice.

The rallway employees are divided
Into three great groups by unlons, and
nominations for tha labor representatives
are to be made by these groups. This
method was selected by the commiasion
because nominations muat be in within
thirty duye, and there is no oppertunity
for affording hearings on the nominm-
tlons or consulting all employees of the
rallronds. It In set forth that the or-
ganizations named for nominations are
those recognized as representing at lenst
80 per cent. of employees, Nominations
for the carriers are to be mads by the
asgociations of rallway executives, ns
represonting the roads.

Becaure of the shortness of time for
nominations the commission declared It
would not attempt to consider st this
time nominations of subordinate officials.
While the labor unlons are grouped for
naminating purposes, this grouping does
not, It 18 sald, mean a division of repre-
sentation,

The board ls to have nme members,
three representing the employees, three
the carriers and three named by the
Prosldent, representing the publie. The
rallway unions and the executives are (o
geloct not less than alx nominees and
with the three named by the President
they must be conflrmed by the Senate.
“ybordinate officials are not (o be repre-
wnted bocause finterpretation of the
menning of the phrase “subordinate offl-
cinls” must be made after hearings at
which empinyees, officinlg and wsubor-
dinate oificials are to have opportunity
of exproasing their views ns to the class
of meén who come within the delineation,

The regulations state:

Hpecial to Tup Sy axn New Toax Hmmits,

Circaco, March 8.—Representatives
of 378,000 raflway workers In the United

IMPORTANT SALE
AT THE

Tomorrow (Wednesday)

Afterncon at 2:30 o'Clock
The Collection of

Mr. Enrique L. Heniot

AWELL-KNOWN ANTIQUARY
OF SOUTH A

tian, Roman and Venetian

, Tanagra Terra-Cottas, Ivory
and Wood ngs, Rock Crystal
and Enamels, Chinese and E

;’melahu and 18th Century Bibe-
ols.
On Free View 9 A M. o 6 P. M.

The Sale Wil Be Conducted by
ME. THOMASN E. KIRBY
and his assistants,
Mr. Otto Bernet and Mr. M. H. Parke,

—

purchaser.

F AV O R
TilE BUSINESS JACKETS
PRESENTED FOR SPRING
FAVOR THE IDEAS OF
ENGLISH DRAPERS IN
LINE, AND HAVE AN
ADDED GRACE GAINED
THROUGH THE TAILOR
WORK ACCOMPLISHED
UNDER THE SUPER-
VISION OF FINCHLEY.

CUSTOM FINISH WITHOUT |
THE ANNOYANCE OF A TRY-ON i

READY -TO-PUT-ON
TAILORED AT FASHION PARK

- FINCHILIEY

IWest 46th. Street
NEW YORK

FOR SLLE
Up-to-date Bed Feather Plant

Up-to-date bed feather works, conveniently situ-
ated in the State of New Jersey, with private railroad
siding, started by leading European concern in feather
trade, could be transferred to American purchaser,
In view of present rate of foreign exchange, provided
that a satisfactory basis can be found between pur-
chaselj and above concern, which has its own long
established buying branches in Southern, Central and
Northern China and Southern Russia, for a continued
cooperation by means of a supply of raw material to

port much water had gone over the s
wheel and any number of speculative For Colds, Grip, or Influenza AMERICAN ART ASSOCIATION,
accounts wiped out. ;l;‘d‘»:'sj 8ophrtventive, take LAXATIVE Mana
A¢ a commisgion house, here and there, 0,mvE-;‘.l"“‘w;:::':"’_‘“ bf:-:“smr-hz' %, 4 and 6 East 234 8t., Madison Sq. !‘ﬂllh.
- — ———ee - - e ——————
E— — —— ——

l
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Works are equipped with complete purifying

plant of modern and approved system, which is unique

e ——

of its kind in America. Works comprise factory build-
ings, storage sheds, artesian weils, power station with -
150 H. P. electric plant, and cost about $165,000 |
[ under contracts made in 1918 and early 1919, |
Value of very favorable stock of China feathers at f
today’s market prices amounts to about $225,000.00. |
The factory has been working about twelve months |
and prospects are particularly promising, sufficient
l orders having been booked to keep works going to
full capacity for a long time ahead.

Intending purchasers possessing necessary capital

- w and able to furnish satisfactory references can obtain
further particulars upon inquiring throtigh Mr. John C. 1

Prizer, counsel of company, eare Barry, Wainwright,

Thacher & Symmers, 59 Wall Street, New York City.

to remain on thelr joba and give the
now Labor a ¢ ndjust
thelr wagesn,

After five days of conference the 340
representatives under the leadership of
J. J. Farnam, vice-grand president, de-
clded to go along with the other four
organizations who are asking similar
wugo Increases for thelr membern,

N. Y. BANK CLERK
HELD IN WINNIPEG

Disappgared From Ratt
Pur: Along With 33.400.."

Bandford Henry Pollett, 15, of 825
Fulton wireet, Brooklyn, a former clerk
At the Battery Park Natonal Bank, 8
Broandway, Is under arrest In Winnipeg,
Canada, according 1o & telegram re-
calved from the Winnipeg police yester-
day, He In alleged to have stolen $3,400
from the bank. Charles Bevans of 260
HL James place, Brooklyn, wans arrested
with Follet and is held a8 an accessory
after the fact. Each of the men had &
larges roll of money when arrested,

A. H, Merry, cashler of the bunk, rald
yesterday that Pollet, who had worked
for the bank for two years, dlsappeared
February 18,

B600,000 Damages UVemanded.

A summona demanding §5600,000 dam-
ages waa flled In the Supreme Court yes-
lerday by HMarford T. Marshall, an at-
torney. In behalf of Marvells Cotper
Brice against Hugo Cunliffe Owen, Mr
Marshall has not yet flled a complaint
and he decliped to explain the nature
of the actlon or give any informution
pbout the parties.
| so——

PAN-GERM

HINDENBURG SCHEME

Favor Him for President as
One Man to Unite People.

Henriy, March 8.~The announcemant
that Fleld Marghal von Hindenburg had
ted tg b & candidate for the

German Preajdency wus consplcuously
featured in the conservilive and Pwi- |
German newspapers, which are unanl
mous In designating him as & “non-
politieal and non-partisan” aspirant for
the offlce wnd the ons man able to ré-
unite the Garman people.

With tha exception of Vorwaerts, the
liberal journals” have not yet expressed
themaelves on the Hindenburg candi-
duecy, This organ of the Majority Ho-
cialists, however, In outspoken In de-
claring 1t “the biggest of all the stus
pidities committed by Hindenburg under
the Influence of Helfferich and Luden-
dorft,” It classes the Field Marahal as
the foremost exponent of the military-
civilan pante and predicts that his ele-
vation to the Presldency would put a
definite end “to the mighty movorent
for m revision of the Treaty of Ver-
salllen, which s dally guinlng momen-
tum abroad.”

Mrs, Butler to Ald Barsard Fund,

The Barnard College endowment fund
committes announced yestenday thal
Mrs. Nicholns Murray Butler, wife of
the president of Columbla Unliversity,
had offered to mid the alymnee in the
campalgh for n $500,000 endowmant fund
for the college. Othera who have become
moembers of the committee ary Mra, A,

Barton Hepburn and Mra, Montgomery
Hare,

— -

—

Concluding Sessions of the

Famous Mesdag Collection
TO-NIGHT AT 8:15 O'CLOCK

At the American Art Galleries
Madison Square South, New York

encliding

Tomorrow (Wednesday) Night at 8:15

In the Grand Ballroom of the Plaza Hotel

Fifth Avenue, 58th to 59th Street
Admisslon e the Plaza by Tlcket to Ho Had Free of the Managery

When the Important Paintings
AND
Many Antique Tapestries
Will Be Sold
ON FREE VIEW TO-DAY, - A. M. UNTIL 6 P. M.

At the American Art Galleries
=)
The Sales Will Be Conducted by Mr. THOMAS E. KIRBY

and his asslstants, MR, OTTO l‘!ll“hﬂ.l‘l' and MRE. L. B PARKC
) o

BB\ AMERICAN ART ASSOCIATION, Managers 6%

Madison g, Bouth, Entrance § E, 23d Sireet, New York,

e

GERARD PRODS HIS RIVALS,
Says Pollttéh Wil Liven (p When

They Come Out in Open,

Bpecinl to Tus SN axp New Yonx Higmarp

CuHicaoo, March 8~ "Domocratie
Prestdentinl polities will begin to liven
up when ona half the candidites throw
off thelr fear and the other hall got off

handed them on a silver platter,” H
Thus James W. Gerard, former

lhlﬂmllﬂl"q -
ing waltlng tor the nomination to B9,

they are stands
AI 1

bassador to Germany und one of the few

cundidatens for the Democratie ne
tion who has come out In the
summed up the situation to-day,

spoka this aftermoon at the

Club,

e
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FrRANKLIN SimMmoN Boys SHoPs
FIFTH FLOOR

fls

Small Boys’
Spring Suits
Of All-Wool Knitted Jersey

$1790

Very desivable and very reasonable

: Sizes 3 to 10 years

Franklin Simon & Co.

Fifth Avenue, 37th and 38th Streets

MIADE in Middy and Oliver
Twist models, and made
well, which is more to the point.
Even at a price like this, we wel-
come the closest scrutiny of the
workmanship, for it is a feature of
our boys’ clothing, that quality is
not confined to the higher prices
but is the common, and uncom-
mon, attribute of every garment
we sell. The selection contains
navy blue, Pekin blue, cadet
blue, taupe,brown and tan.

Boys’ and Children’s Haircutting Shop—Fifth Floor

displayed upon our racks.
emphatic accents spells Spring.

The lines, the patterns, the fabries: all unite to form
 the figures 1-9-2-0. The coats have a slight'fulluess at
the hips; collars are a trifle longer; lapel8 more mod-
erate. Two factors remain the same—the quality of the

woolens, the quality of the workmanship. They meet

the same old

Kuppenheimer and Brill Clothes

standards.

Suits and Top Coats, $45 to $135

THE KUPPENHEIMER HOUSE IN NEW YORK

179 Broadway
44 East 14th S,

1456 B'way, at 4:&

Broadway, at 49th St

S 47 Cortlandt Stroet
125th St., at 3d Ave,

2 Flahosh Ava,
Broeklyn

[
1

As Springlike as a Robin’s Note—
The Clothes We're Now Displaying

The Brill shops are bursting into bloom. Every day
sees new models, first harbingers of the coming season,
And every one in distinet,

Our regular customers know what that
means. That’s why they’re regular customers. Take
ten minutes to look over our new models and it's a good
gamble you'll join that loyal brotherhood.




